Foreign Economic Trends 
and Their Implications 
for the United States 


FEBRUARY 1990 
INDIA 


FET 90-21 
Frequency: Semiannual 
Supersedes: 89-78 


PREPARED BY 
AMERICAN EMBASSY NEW DELHI 


OF co 

‘MM, 
%, 
me 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $55.00. Foreign mailing $13.75 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





INDIA - KEY ECONOMIC INDICATORS 
All values in US$ million unless otherwise indicated. Indian fiscal 
year is April 1 to March 31. 


1987/88 1988/89 Percent 1989/90 
Change Est. 
A B B/A 
INCOME, PRODUCTION, EMPLOYMENT (A) 
GNP at Current Prices 
($ billion) A < 18. 
GNP at Constant (1980-81) Prices . 3% 
($ billion) 
Per Capita GNP, Current Prices ($) ‘ ‘ 3. 
Per Capita GNP, Constant Prices ($) é . 8. 
Industrial Production Index (1980- “ 4 8. 
81 equals 100) 
Agricultural Production Index 
(1967/68 - 69/70 equals 100) 
Population (million) 
Labor Force (million) 


MONEY AND PRICES (A) 
Money Supply with Public 

($ billion) (B) 
Prime Lending Rate (State Bank 

of India) (percent) és * é 16. 
Wholesale Price Index 

(1970-71 equals 100) : 434. ‘ 465. 
Consumer Price Index 

(1960 equals 100) 738. 803. : 867. 


BALANCE OF PAYMENTS AND TRADE (C) 
Indian Exports, FOB 12,612 14,686 , 17, 162 
U.S. Share (D) 2,761 3,167 ‘ 3,640 
Indian Imports, CIF 19,763 42, 154 ‘ 24,712 
U.S. Share (D) 1,464 2,498 ; 2,700 
Balance of Trade -7,151 -7,468 -7,530 
Invisibles (net) 2,756 2,780 2,649 
Current Account Balance -4,395 -4,688 -4,881 
Overall Balance -339 -1,432 -539 
SDRs & Foreign Exchange 

Reserves, Gross 6, 391 4,959 4,420 
External Debt 43,890 46,130 . 48,700 
Annual Debt Service 5,457 6,023 10.4 6,082 


Major imports from U.S. (1988): Machinery and Transport Equipment, 759; 
Wheat, 224; Fertilizers, 211; Chemicals, 112; Iron and Steel Scrap, 105; 
Scientific Instruments, 89. Major exports to U.S. (1988): Diamonds, 1026; 
Textiles, incl. Yarn and Wearing Apparel, 760; Petroleum Products, 226; 
Leather and Products, 73. (A) Rupee data converted at Rs. 16.50=$1.00. 
(B) Includes Time Deposits. (C) Converted into dollars at Rs. 13.00 for 
1987/1988, Rs. 14.50 for 1988/89 and Rs. 16.50 for 1989/90. (D) Calendar 
Year Figures (1987, 1988 and 1989). 


Sources: GOI Central Statistical Organization, Reserve Bank of India 
Bulletins, GOI Economic Survey, U.S. Department of Commerce, World Bank. 





SUMMARY* 


India’s real GNP growth rate in rupee terms will probably drop from 
around 11 percent in 1988-89 to 4 or 5 percent in 1989-90, although the 
average annual rate for the 1985-90 period will still exceed 5 percent, a 
Significant increase over the historic rate of 3.5 percent. We expect 
three percent growth in agricultural production and around 6 percent 
growth in industrial output in 1989-90. The country’s savings rate 
remains level at about 21-22 percent but still is one of the highest in 
the world. While past decontrol measures may remain in place, new 
efforts to liberalize and deregulate the economy may be deferred by the 
new government elected in November. The new government is likely to 
place more emphasis on agriculture and small-scale industry. 


Excessive domestic liquidity, high prices of certain essential 
commodities, and growing internal debt because of recurrent high budget 
deficits remain the principal domestic macroeconomic concerns. Inflation 
is increasing and may exceed projections, reaching an annual rate of over 
10 percent in 1990. Production in basic industries continues to show an 
upward trend, while output of most consumer goods industries reveals a 
sizable decline after years of sustained growth. Despite a substantial 
increase in power generation, a significant shortfall in electric power 
continues to plague industry and agriculture. 


India’s balance-of-payments position remains tight, with foreign exchange 
reserves falling to an unusually low level, despite the improvement in 
export growth. Foreign reservesare now at a level of $3.6 billion, 
equivalent to 45 days of imports down from about $5 billion (2.7 months’ 
imports) in March 1989. India’s total foreign debt is now close to $63 
billion, if the $9 billion in deposits of nonresident Indians is included. 


As India’s involvement in the international economy increases, it has 
become more dependent on imported high technology and capital goods from 
the United States and Western Europe. The most significant bilateral 
event during the year was the signing in September of the double tax 
avoidance treaty with the United States which should assist trade and 
investment. Currently, the United States is the largest investor in 
India, with 20 percent of the total foreign collaboration approvals 
during January-September 1989. During January-September 1989, bilateral 
trade accelerated by 17 percent and U.S. exports to India grew by 22 
percent. Two-way trade in 1989 is expected to set a new record, 
exceeding $6 billion. U.S. private equity investment has increased in 
1989. 


Despite the country’s restrictive trade and licensing policies, prospects 
for U.S. exports to India are promising, particularly in oil field 
equipment, electronics, computers, telecommunications equipment, food 


*This report was prepared in December 1989. 
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processing, electric power, petrochemicals, and other related 

industries. These products should help Indian industries achieve cost 
reduction, modernization, and increased competitiveness overseas. The 
U.S. Government is attempting to discuss with the new government India’s 
investment and insurance practices and its intellectual property rights 
problems, for which India has been respectively designated as a Super 301 
priority country and placed on a Special 301 priority watch list. 


THE CURRENT SITUATION 


GNP Growth: The embassy forecasts real GNP growth at 4-5 percent during 
1989-90, the final year of the Seventh Five Year Plan (1985-90). This is 
in sharp contrast to the unusually high level of 10-11 percent growth in 
the drought recovery year of 1988-89 (GNP grew by only 4.5 percent in the 
drought year of 1987-88). The 5 percent annual GNP growth target during 
the Seventh Plan (1985-90) will be exceeded slightly, and the Eighth Five 
Year Plan (1990-95), now under preparation, may call for an annual 6 
percent real GNP growth. 


In spite of the faster rate of growth in GNP over the past several years, 
India’s gross savings rate has remained level at about 21 percent. 
Household savings account for 85 percent of total savings. About 11 
percent of aggregate savings flow to the corporate sector. Indian 
planning authorities will need higher levels of private savings in the 
Eighth Plan to compensate for large government deficits and monetary 
losses by public sector corporations. (The public sector share in total 
savings dropped from 16.2 percent in 1980-81 to 9.3 percent in 1987-88). 
However, Significant improvement in the gross savings rate during the 
Eighth Five Year Plan appears unlikely, and the 23.3 percent average 
annual savings target of the Eighth Plan seems overly optimistic. 


The Services Sector: Services account for over 40 percent of India’s 
GNP, and the services sector has been growing more rapidly than industry 
or agriculture over the long run. It grew by about 8 percent in 1988-89 
and is anticipated to grow more slowly this year. Public administration 
and defense have been rising at over 11 percent per annum in recent 
years. Tourism, an important foreign exchange earner, has been showing 
promising trends and potential for additional employment, as well as 
generating corresponding activity in commerce and transport. 


Persistent Problems: India’s population as of November 1, 1989 is 
roughly about 820 million, up over 2 percent from a year ago. This steady 
increase from a very large base holds down per capita income, contributes 
to unemployment, and puts great strain on social services. Up to 35 
percent of the Indian population still remains below the poverty line 
defined by the World bank. Agriculture continues to be the mainstay of 
over 65 percent of the total employment. Its absorption capacity is 
limited, and it cannot provide job opportunities to the increasing number 
of individuals joining the labor force every year. Likewise, industrial 
development is becoming more capital intensive, offering less scope for 
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employment. However, the rise of a middle income group of 100-150 
million people has sparked a boom in consumer durables and offers an 
important market for a variety of consumer goods -- a potential market 
that should increase interest in entering into foreign collaborations 
despite restrictive licensing and pricing policies. 


Industrial Performance Decelerates: Industrial production, which 
averaged over 8 percent annual growth in recent years, has shown signs of 
sharp deceleration since the beginning of this Indian fiscal year in 
April 1989. Available data for April-June 1989 reveal that industrial 
output grew by 1.8 percent in sharp contrast to 12.7 percent during the 
same period last year and may be less than 6 percent for the entire 
year. Production data for some of the major industries for the 
subsequent period, i.e., April-July, indicate that cement production was 
almost flat due to excessive inventories; saleable steel down by 7 
percent because of a switch from steel to pig iron output to meet 
domestic demand which could not be met by imports; and a sizable drop in 
fertilizer production due to a shortage of phosphoric acid. Some of the 
engineering goods producers during the same period also recorded a 
decline in output, but both coal and crude oil output increased by 7 
percent. Consumer durables such as color televisions, motor vehicles, 
and telephones have dropped off after years of sustained growth. 
Possible factors for the slowdown in industrial growth could be the sharp 
decline in approvals of capital goods imports to Rs 944 million during 
April-May 1989 from Rs 2.44 billion in the corresponding period of 

1988 as well as shortages of power and other inputs and manufacturers’ 
decisions to reduce inventories. Some firms also complain of the 
shortage and high cost of bank credit, suggesting that deficit financing 
may be crowding out private investment. 


Transportation remains a heavily burdened sector. Freight traffic on 
Indian Railways is running 6 percent higher than last year and financial 
performance of this vital sector has improved. The Indian Government has 
planned an ambitious modernization and development program for Indian 
Railways over the next 10 years, including track rehabilitation, 
acquisition of state-of-the-art rolling stock, and the development of 
signalling and telecommunication systems, which could open up 
opportunities for U.S. exporters. The Indian road network is 
deteriorating due to a major increase in trucking and the Indian airline 
system has been hampered by a shortage of aircraft and pilots. 


On a positive note, there has been sustained improvement in electricity 
generation, which increased 11.6 percent during April-September, 1989 
compared with 9.5 percent in 1988-89. Power shortages have been reduced. 
The Eighth Plan calls for an additional 38,000 MW capacity, substantially 
higher than the Seventh Plan’s achievement of over 22,000 MW. Fulfilling 
this target would present major manpower and material challenges to the 
Indian construction industry; budget constraints may also limit the 
resources devoted to increasing power producticn. 


India’s crude oil production, controlled by public sector, has improved 
marginally to about 32 million metric tons (mmt) in 1988-89. The 1989-90 
target is 34.5 mmt, covering about 60 percent of total requirements, with 
the remainder to be met through imports. To step up domestic crude 
production, India has allowed foreign oil companies--including Amoco and 
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a Texaco-Chevron partnership--to operate in nine offshore blocks. 
Although the 1994-95 target is 50 mmt, most observers are skeptical about 
its achievement. Nevertheless, the Indian petroleum sector offers major 
opportunities for U.S. exports as substantial expansion is also underway 
in refineries and petrochemicals plants. India’s vast coal reserves 
could play a larger energy role in the future if environmental concerns 
and operational improvement of the State Coal Company could be managed. 


India’s coal production during April-September 1989 reached 85.7 mmt, up 
5.4 percent over the same period in 1988. The production target for this 
year is 210 mmt. However, the coal industry is plagued by rising 
mine—-head coal stocks which totalled 34.3 mmt at the end of June 1989, 
compared with 27.7 mmt in June 1988. With sluggish industrial growth 
anticipated during this fiscal year, coal stocks may reach 40 mmt by 
March 1990, and the coal industry will have to cut production to avoid 
financial losses. 


Agricultural Production: The 1989 monsoon was satisfactory as 83 percent 
of the country received normal or better rainfall for the second year in 
a row. There were good rains in the drought-prone western and southern 
states. As a result, Kharif (fall harvest) food grains production is 
expected to be marginally lower than last year’s record 96.5 mmt. Post 
monsoon rains up to mid-November have been below normal, but may not 
affect cultivation of the Rabi (spring) crop since soil moisture remains 
adequate. Assuming normal winter rains (January-February), India’s total 
1989-90 grain harvest will be 2-3 mmt below last year’s record output of 
around 170 mmt. Marginal changes are anticipated in other crops with a 
decline in oilseeds production from 18.2 mmt in 1988-89 to about 17 mmt 
this year. Consequently, overall agricultural growth during 1989-90 will 
be insignificant compared to the 21 percent increase in 1988-89. (The 
high 1988 growth rate reflects recovery from the drop in output due to 
drought in the previous year.) 


Government-owned food grains stocks in September 1989 were 10.3 mmt, well 
below the desired level of buffer plus operational stocks of about 16 
mmt. The government in 1989 imported 500,000 metric tons of rice. If 
relative price stability is to be maintained, India may have to import 
2-3 mmt of wheat annually. 


Policy Developments: Liberalization of industrial policy during the year 
was modest and failed to provide impetus to industrial growth. 
Liberalization measures included: (a) delicensing of the automobile tire 
industry; (b) extension of minimum economic scale of production to mini 
steel plants, certain petrochemical units, and some items of electrical 
equipment; (c) removal of price and distribution control on cement and 
aluminum to introduce competition and promote domestic production; and 
(d) increased flexibility in capacity utilization for specific 
industries. While the profitability of government steel plants has 
improved, many capital-intensive public sector firms are still suffering 
major losses or earning minimal returns on investment. The new 
government may place greater emphasis on agriculture and small-scale 
industry. 


Balance-of-payments constraints have slowed liberalization of trade and 
investment restrictions, although "fast track" investment discussions 
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with Japan, West Germany and the United States continue, and the Indian 
Government has eased visa and tax restrictions on individual expatriate 
managers. A comprehensive economic policy review by the newly elected 
government is likely. This review will further slow liberalization. 
However, a new government probably will not reverse liberalization 
already in effect. Whether it will introduce additional liberalization 
measures will depend on the nature of the new government and its economic 
priorities. 


Eighth Plan Provides Massive Development Expenditure: India’s Seventh 
Five Year Plan (1985-90) ends March 31, 1990. The draft Eighth Five Year 
Plan (April 1990 to March 1995), which will have to be reviewed by the 
new government, calls for 6 percent real GNP annual growth. This draft 
plan, like previous plans, focuses on (a) reducing regional disparities; 
(b) promoting self-reliance in technology and food grains; (c) reducing 
poverty; and (d) increasing employment. Total investment during 1990-95 
is projected to be Rs 6500 billion at 1989-90 prices, compared with Rs 
3224 billion at 1984-85 prices for the Seventh Plan. The private sector 
has been given a greater role with roughly 56 percent of investment 
spending allocated to it. The net inflow of foreign capital is projected 
to be about 1.6 percent of GDP, indicating that most resources will have 
to come from domestic sources. For example, the plan calls for raising 
tax revenues to 20 percent of the GDP compared with the current 17 
percent. This may be difficult. The primary planning authority, the 
National Development Council, is expected to consider the draft plan for 
approval after November parliamentary elections. The plan could be 
substantially revised at that time. 


Super 301: India is a huge potential market for U.S. goods and 

services. However, the government’s tight control over trade and 
investment which it says is necessary for balance-of-payments reasons has 
limited the access of U.S. firms. For this reason, the U.S. Government 
named India as a priority country under the Super 301 provisions of the 
1988 Trade Act and placed it on a priority watch list under the Special 
301 provisions for inadequate intellectual property rights protection. 
Under Super 301 the United States cited India’s restrictive foreign 
investment practices (foreign equity limitations, domestic content 
requirements, and export obligations) and exclusion of foreign firms from 
the Indian insurance market. Under the Trade Act, the U.S.Congress gives 
the administration until May 1990 to begin negotiating elimination of, or 
compensation for, the practices cited. Failure to make progress on these 
issues could result in further U.S. action, including retaliatory 
measures against Indian exports to the United States. The cited practices 
are also being discussed in the GATT Uruguay Round negotiations in Geneva. 


Monetary and Financial Developments: Excess liquidity is a serious 
problem for the Indian economy. Average annual growth in money supply 
over the past four years has been about 17 percent, i.e., more than three 
times the growth in real GNP. It continues to grow at the same annual 
rate in spite of a sharp deceleration in GNP growth this year. The 
Indian Government has continued to control the nation’s finances through 
allocations of commercial bank credit and adjustments in reserve 
requirements and some limited recourse to interest rates. Seeking to 
control inflation, the Reserve Bank of India (RBI) on October 9, 1989 
announced a tight credit policy for the next six months. It has directed 
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commercial banks to restrict the incremental commercial loan-deposit 
ratio to 60 percent. Also the RBI has reduced the export refinancing 
limit of commercial banks effective November 4. Export industries, 
however, do not favor this action, particularly at this juncture when 
exports have picked up and they fear a possible setback. 


Prices in India are sensitive to supply considerations, and the rate of 
inflation has lagged far behind the rise in the money supply. The most 
significant feature of the inflationary situation during April-September 
1989 was the sharp increase in prices of several "essential commodities," 
particularly sugar, tea, pulses and cereals. Despite record food grain 
production in 1988-89 and the anticipation of an equally good harvest 
this year, food grain prices were higher than the previous year. The 
consumer price index in August 1989 was up 7.3 percent over a year ago 
(last year’s rate was 8.7 percent). Imports of small quantities of 
sugar, pulses, and food grains are unlikely to reduce inflationary 
pressure in view of rising demand. Announcement of higher support prices 
for food grains and other crops will have a ripple effect on prices over 
the next several months. 


Deficit financing during April-September 1989 increased by 12.4 percent 
compared with 10.8 percent in the corresponding period of 1988; Reserve 
Bank and commercial bank credit to the government rose 15 percent in the 
same period. Considering the slower growth in the economy, revenue 
receipts are unlikely to be buoyant while expenditures are likely to 
exceed the 1989-90 budget estimates, resulting in a higher deficit than 
the Rs 73.37 billion intitially projected. A recently imposed 5 percent 
cut in ministry expenditures may have little effect in combatting the 
deficit. India’s operational budget has sustained chronic deficits over 
the past several years because of steady rise in public administration 
expenditures; interest payments; and food, fertilizer and export 
subsidies. Interest payments alone in 1989-90 are projected at roughly 
44 percent of the total net tax receipts, which does not augur well for 
resource generation during the Eighth Plan period. The government has 
told public enterprises to finance a larger share of their planned 
investment through market borrowing which may reduce funds available for 
infrastructure, irrigation and electric power. 


A Buoyant Capital Market: Indian stock markets remained buoyant during 
1989 in spite of sluggish growth in industrial production. Most public 
issues (equity and bonds) of private sector companies received a better 
response from the investing public than in the previous year. The 
leading financial institutions now play an active role in the stock 
markets, particularly in propping up falling equity prices. Indian 
commercial banks also enter the markets, either directly or through their 
subsidiaries. Several banks, domestic and foreign, now have merchant 
banking divisions, and they have diversified into leasing, housing 
finance, and mutual funds. Also the government-owned Life Insurance 
Corporation of India, introduced a mutual fund in 1989 in order to 
mobilize financial resources. 


An innovation in recent years is the mobilization of foreign funds for 
investment in the Indian capital market. The India Growth Fund of the 
Unit Trust of India, launched in August 1988, is listed on the New York 
Stock Exchange, and the third offshore fund of the State Bank of India 
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was launched in October 1989 and raised $157 million. In addition to 
strengthening the Indian capital market, these funds should boost foreign 
exchange reserves. Capital raised by private sector companies has been 
increasing in recent years, going up by 76 percent to Rs 31.2 billion in 
1988-89 and is anticipated to be substantially higher this year, thus 
reducing dependence on public sector commercial banks for funds. 
Convertible bonds (into common stocks) are more popular these days than 
equity, and Indian companies with well-known foreign partners can raise 
funds easily from the capital market. 


Balance of Payments and Foreign Trade: The downtrend in foreign 
exchange reserves continued for the third year in a row. Reserves 
declined by $1.219 billion to $3.740 billion (equivalent to 45 days’ 
imports) in October 1989. The drop in reserves partly resulted from 
repayments to the IMF, inventory build up of imported components by 
certain firms and delayed receipts of export earnings in anticipation of 
rupee depreciation. Election-eve imports of essential commodities such 
as sugar and edible oils, in combination with other industrial imports 
and repayments to IMF through the remainder of this fiscal year (ending 
in April 1990), will strain exchange reserves. India cannot 
significantly reduce its level of imports without damaging its 
modernization efforts and the international competitiveness of its 
manufactured goods, but selected large import-intensive projects may be 
deferred. The Indian Government may obtain large foreign loans to 
support its balance of payments in 1990, in addition to increasing use of 
extended and deferred credits for imports. 


India’s capital account during 1989-90 will remain little changed 
compared with the previous year, with only a marginal increase in aid 
disbursements. Japan has become the largest bilateral donor, pledging 
$700 million in development assistance in FY 1988-89. Foreign direct 
investment improved significantly in 1988-89 but represents only $200 
million from all sources. The Indian Government is expected to postpone 
import-intensive projects and may seek repayment of earlier debt through 
new loans borrowed on more attractive terms. Commercial borrowings, 
which reached about $2.5 billion in both 1987 and 1988, are unlikely to 
be higher than in preceding years because of rising external debt and its 
implications for debt servicing. 


India’s external debt more than doubled to $41.31 billion in 1986 from 
$19.25 billion in 1980, according to World Debt Tables. It is currently 
estimated to be about $54 billion. This figure does not include special 
deposits with above-market interest rates by nonresident Indians of 
around $9 billion, which are often included in total external debt. The 
debt service ratio in 1988-89 was 30 percent. 


India in recent years has been following a realistic exchange rate 
policy. The Indian dollar-rupee rate, which depreciated by about 14 
percent in CY 1988, continued to decline steadily, reaching a record low 
of $5.91 per Rs 100 in November 1989, down from $6.74 a year ago. The 
rupee-dollar rate was Rs 16.91. During the same period, the rupee also 
depreciated by about 9 percent against the deutsche mark and by only 1 
percent against the pound sterling. The yen-rupee rate remained almost 
unchanged. Concerned with the rupee depreciation, the Indian Commerce 
Ministry has urged exporters to quote in dollars when negotiating export 
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contracts, except for buyers authorized to pay in rupees. This is 
expected to safeguard dollar loss in exports because of fluctuations in 
rupee exchange rates. 


Exports from April-August 1989 increased by 38.1 percent in rupee terms 
(16.7 percent in dollar terms) while imports during the same period grew 
by 18 percent in rupee terms and 0.2 percent in dollar terms. Exports 
have been assisted by an 11 percent depreciation of the rupee against the 
dollar in the last 12 months. The composition of Indian exports has 
become more diversified, including a large share for cut gems, ready-made 
garments, electronic and telecommunication products, chemicals and 
leather goods, as well as tea, coffee, and other agricultural 
commodities. Services such as tourism, software and consultancy are 
becoming more important earners of foreign exchange. Indian exports to 
the United States are expected to rise by 14 percent in CY 1989, while 
exports to the European Community may climb 20 percent. The Soviet Union 
has recently sought to purchase hundreds of millions of dollars worth of 
Indian consumer goods, although these exports are handled under a 
rupee-ruble exchange mechanism and therefore do not earn hard currency 
for India. 


Implications for U.S. Business: The Indo-U.S. double taxation treaty was 
signed in September 1989 and is under final review by both governments. 
The treaty will go into effect after ratification by the U.S. Senate. 


The United States remains firmly established as India’s number one 
trading partner. The latest U.S. trade figures show bilateral trade 
increasing from $4.2 billion in 1987 to $5.6 billion in 1988, an increase 
of 33 percent. Preliminary estimates for 1989 indicate further growth, 
with total trade expected to reach at least $6.2 billion, up 11 percent 
from 1988. India’s trade surplus with the United States is expected to 
increase over that of 1988. The surplus was $1.3 billion in 1987, 
falling to $669 million in 1988. India’s trade surplus for the first nine 
months of 1989 is $841 million, and it is expected to approach $1 billion 
for the entire year. (Note: Figures for U.S. imports from India are 
based on CIF value.) Indian exports to the United States are mainly 
traditional items such as textiles, garments, and gems. 


U.S. high-technology exports reached an estimated $570 million in 1988, 
up 6 percent from the 1987 level of $537 million. The U.S. Government 
approved 2,970 applications for export licenses for electronics, 
computers and telecommunications equipment in 1988 valued at $703 
million, up from 710 ($22.7 million) in 1983. 


The United States also maintained its lead in joint venture 
collaborations with Indian firms in 1988. There were 191 new U.S. 
projects approved in 1988, worth $70 million in equity. West Germany was 
the second most important investor, with approvals totalling $21.4 
million, followed by Italy ($19.2 million), Japan ($12 million) and the 
United Kingdom ($9.6 million). Actual U.S. investment in 1988 was valued 
at $65 million, nearly three times the amount invested in 1987. Data 
through third-quarter 1989 show U.S. firms still leading in the number of 
proposals approved, although the value of U.S. investment has slipped to 
$14.7 million, well behind West Germany’s $71.5 million. It must be 
noted, however, that nearly $61 million of the latter figure is due toa 
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single project--a large 100 percent export-oriented naptha cracking 
complex near Madras. Total investment approved through September 1989 
reached an estimate $156 million; approved investments for all of 1988 
totalled $165 million. 


The government continues to favor foreign collaborations which transfer 
modern know-how or expand export revenues. Despite high-level interest 
in foreign investment as a source of development technology and finance, 
investment approvals still face significant bureaucratic and policy 
hurdles. Total foreign investment in India remains small by 
international standards; in 1988, foreign firms or joint ventures 
accounted for only 14 percent of value-added in factory-sector 
manufacturing and were largely absent from agriculture, transport and 
other key nonmanufacturing sectors. Equity participation limits and local 
content and export commitment requirements remain as potential obstacles 
for U.S. firms. Nonetheless, Bangalore, Hyderabad and Pune have become 
important centers for U.S. ventures in high technology development, 
including joint venture software centers linked by satellite to the 
United States and CAD/CAM facilities. 


U.S. firms will find major export and investment opportunities in the 
following areas: oil and gas field machinery; power generation and 
transmission equipment; telecommunications equipment and components; 
computers, peripherals and software; mining and excavation machinery; 
consumer electronics; machine tools and metalworking equipment; printing 
and graphics arts equipment; avionics and navigation equipment; process 


control instruments; chemical/petrochemical plants and equipment; food 
processing and packaging machinery; medical equipment, scientific and 
test instruments; industrial plastics; and biotechnology. 


The U.S. Trade and Development Program (TDP) is becoming more active in 
India. TDP has funded studies worth $3.2 million, and new studies worth 
$6.8 million are in the pipeline for negotiation and approval. 


Many U.S. companies considering the Indian market will find participation 
in events sponsored by the U.S. Department of Commerce or the Foreign 
Commercial Service (FCS) office in India an excellent vehicle for 
promoting business in India during 1990. Interested firms should contact 
the U.S. Department of Commerce, International Trade Administration, 
Washington, D.C.; one of the district offices of the International Trade 
Administration, located in most major cities; or the FCS offices at the 
Embassy in New Delhi or at the consulates in Bombay, Calcutta and Madras. 





U.S. trade events scheduled for 1990 in India: 
EVENT DATES LOCATION 


"Ahara" & "Indiapack '90" Jan. 27- Feb. New Delhi 
6. 


"Wisitex" Trade Fair Feb. 10-14 Bombay 


"Plastindia '90" March 1-7 New Delhi 
Health and Medicare-India Fair March 25-31 New Delhi 


Executive-level Aerospace April 22-24 New Delhi 

Mission April 25-27 Bangalore 
April 28- Bombay 
May 2 


"Electronics USA 90" November New Delhi 
Bombay 
Bangalore 
Calcutta 








